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THE SCOPE AND FUNCTIONS OF A FEDERAL 
TRANSPORTATION BOARD 

EMORY R. JOHNSON, 

Dean of the Wharton School of Finance and Commerce, University of 

Pennsylvania 

SO far as I can recall the suggestion that there should be a 
Federal Transportation Board originated in a conversa- 
tion with Mr. Harry A. Wheeler, at that time — and it 
was less than a year ago — President of the Chamber of Com- 
merce of the United States. I think he said that he had been 
discussing this question with certain gentlemen in Chicago who 
had been greatly impressed by the usefulness of the Federal Re- 
serve Board and felt that there should be established in the field 
of railroad transportation a board similar in character to that 
which had been so successful in the field of currency and banking. 

There had been before Congress and before the country the 
proposition made by the railway executives that a Secretary 
of Transportation should be provided for, with a position in the 
President's cabinet, and that this Secretary of Transportation 
should have general charge of the executive or administrative 
regulation of railroads and should, among other things — and 
that was particularly desired by the railway executives — ascer- 
tain the financial needs of the carriers and report those needs to 
the Interstate Commerce Commission, which, by statute, should 
be required to establish rates that would meet the needs thus 
certified to the commission. 

That suggestion of the railway executives met with no favor 
in Congress or with the public, and it had to be abandoned, 
but at the same time it was very clear that laws for the compre- 
hensive regulation of the railroads in the future must be enacted, 
and that that regulation would necessarily require for its enforce- 
ment the exercise of extended executive functions. The ques- 
tion then came sharply before Congress and before the people, 
who were thinking about it, whether these new and difficult func- 
tions of administrative regulation of the railroads should be en- 
trusted to the already largely over-worked Interstate Commerce 
Commission or should be entrusted to a new federal agency. 

The bill that has passed the House is built upon the idea that it 
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is wiser to extend the functions of the Interstate Commerce Com- 
mission than to create a new board. The bill pending in the 
Senate, however, starts upon the assumption that it is desirable 
to provide for the executive regulation of railroads by the estab- 
lishment of a Transportation Board and the whole bill is built 
upon that theory. 

What ought to be done with this phase of regulating the rail- 
roads? I think I should stop just a moment to say that the suc- 
cess of the whole venture of regulation of the railroads must 
necessarily hinge largely upon the machinery that is provided to 
give effect to the laws that may be enacted. 

When England began regulating railroads about the middle 
of the last century, dependence was placed upon the courts for 
the enforcement of the laws. Shippers were expected to resort 
to the courts to secure their rights under the statutes. Regulation 
made no headway in England, nor did it in this or other countries, 
until machinery for the enforcement of the regulatory laws was 
provided. The Interstate Commerce Commission was effective 
in this country for the purpose for- which it was created, and any- 
thing that I may have to say in support of a Federal Transporta- 
tion Board is said with no idea of criticizing the Interstate Com- 
merce Commission. 

Whether there should be a new board or not was considered 
in a statement which Mr. Wheeler made when he presented to 
the House Committee on Interstate and Foreign Commerce a 
program of legislation that had been adopted by the National 
Transportation Conference. Mr. Wheeler said, "It is believed 
that the Interstate Commerce Commission ought not to be bur- 
dened by the addition to the tasks it now performs of a large 
number of administrative duties. Should the commission as con- 
templated become the authority for the sole regulation of all 
railroad rates, rules and regulations affecting interstate com- 
merce, its duties will necessarily be enlarged. To require the 
commission to exercise the administrative functions contemplated 
in the proposed plan of remedial railroad legislation, would be 
to the detriment of the public interest because it would seriously 
interfere with the prompt action of the commission as a body 
for the regulation of rates, the task for which it was especially 
created and for the performance of which it is peculiarly 
adapted." 

It will be interesting to review just by title the additions to 
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the duties of the Interstate Commerce Commission which the 
bill passed by the House of Representatives proposes to make 
The commission, of course, is to continue to regulate rates, not 
only as it has in the past, but in a larger way, because it is to 
determine rates on traffic within the states, for the most part, as 
well as rates on interstate traffic. 

The new duties which it is proposed to give to the commission, 
as enumerated in the House Bill and as summarized by Mr. 
Richard Waterman in a comparative statement he has prepared 
for the Railroad Committee of the Chamber of Commerce, are 
as follows: 

(1) To keep itself informed as to the transportation needs, 
facilities and services of the carriers. 

(2) To authorize the unification, consolidation or merger of 
two or more carriers whenever the commission finds such con- 
solidations to be in the public interest, and to authorize the pool- 
ing of traffic, earnings and facilities. 

(3) To exercise jurisdiction over the use, control and supply, 
as well as the movement, distribution and interchange of loco- 
motives and cars, and also the supply, movement and operation 
of trains. 

(4) To prohibit the extension of present lines, or the con- 
struction or acquisition of new lines by any carrier until it has 
obtained from the commission a certificate of public necessity and 
convenience. 

(5) To require the construction of docks and rail connec- 
tions between rail and water carriers. 

(6) To provide, when necessary, for the redistribution of 
traffic and for the joint use of terminals. 

(7) To exercise exclusive jurisdiction over the issuance of 
securities by carriers. 

(8) To order a carrier to install automatic train stops or 
train-control devices. 

(9) To exercise other important regulatory powers belonging 
to the Federal Government. 

I submit, without argument, that that is a rather large layout 
of additional duties. The service of about two years which I 
had the privilege of performing on one of the State commissions, 
and the knowledge which I gained there of the difficulty which a 
State commission has in keeping abreast with its work, convince 
me that a body of nine — or as it is proposed, eleven commission- 
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ers, constituting the Interstate Commerce Commission — could 
not successfully perform in addition to the duties of rate regula- 
tion this long list of executive tasks. 

Now if a Transportation Board be created, what specific func- 
tions shall be given it? I will enumerate them briefly without 
much elaboration. 

First, the Board should determine and announce the grouping 
or consolidation of railroads to be in the public interest. We 
are going to have in the near future, I hope — in the distant future 
certainly— a greatly reduced number of railroad systems. Con- 
solidation is to come about. The House Bill provides for it by 
voluntary action of the carriers. The Senate Bill provides for 
it by voluntary action for a period of seven years and thereafter, 
if necessary, by the exercise of compulsion on the part of the 
Federal Government. That grouping and consolidation of rail- 
roads with the incidental tasks it imposes will involve a large 
amount of work on the part of any regulatory body. 

Second, the Board should have the authority to require, if com- 
pulsion is found to be necessary, the railroad companies, as a 
precedent to the formation of railroad consolidations, to become 
Federal corporations either by organization of new companies 
under Federal charters or by changing from State to Federal 
corporations. A problem of compulsory incorporation of rail- 
roads with the shifting from State to Federal corporations is here 
in question. 

Third, the Transportation Board should be given authority to 
pass upon the public necessity for the expenditures of capital, in 
excess of a minimum amount stipulated by statute, by all carriers 
engaged in interstate commerce. This power should be so ex- 
ercised as to prevent unnecessary duplication of line or terminal 
railroad facilities and as gradually to bring about the unification 
of railroad terminals and to accomplish that degree of coordina- 
tion of the rail, highway and water transportation facilities that 
may be found to be in the public interest. The unification of our 
railroad transportation system in the future can be brought 
about, to a large extent administratively by the authority that con- 
trols expenditures. 

Fourth, the Board should administer whatever general rail- 
road contingent fund the statute may authorize or require the 
carriers to accumulate. The Senate Bill, which was influenced 
largely by the program of legislation worked out by the National 
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Transportation Conference, provides for a company reserve 
fund to be built up by each railroad company and for a general 
contingent fund to be managed by the Transportation Board for 
the purpose of developing railroad and other transportation 
facilities. 

Fifth, the Transportation Board should act as a referee in 
cases of disagreement resulting in a deadlock of any of the 
boards which it is proposed shall be entrusted with the adjust- 
ment of wages, hours of employment and other conditions of 
railroad labor. The scheme of adjustment of wages and working 
conditions by dual boards has been explained by Mr. Doak. 1 It 
is now in operation. When there is no longer a Director General 
of Railroads, some authority must be selected to settle deadlocks 
that may arise in any board. 

Sixth, the program of legislation which the National Transpor- 
tation Conference worked out, and which meets with my ap- 
proval, and with the approval of every man I have talked with 
about it — provides that the Board of Directors of these feder- 
alized railroad corporations which are contemplated shall contain 
at least two representatives of the employees and two of the 
public. That is to carry out specifically the idea of trusteeship 
which the chairman emphasized in his opening remarks. I be- 
lieve it will be very helpful to the railroads and of benefit to 
the public. 

Seventh, the Transportation Board should be authorized and 
required to inquire into the practices of railroad management and 
to propose measures for preventing abuses therein. We have had 
within recent years a good many unfortunate examples of ir- 
responsible management of railroads and we are not so far from 
that past history as to be certain that when we return to private 
ownership unjustifiable exploitation may not again be possible. 
I believe that abuses should be prevented by the searchlight of 
investigation and information. 

Eighth, the general duty of a transportation board should be 
not only to bring about the healthy development of railroads, 
but the coordination of railroads with waterways and with high- 
ways in order that this country may have in the not distant fu- 
ture a well-rounded, coordinated national transportation system. 
One other power has been recommended for this board and 
urged in certain quarters with a good deal of force, and that is 
1 Seeppl78 
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that the new board should be responsible for the finances of the 
railroads in that it should determine what the financial needs 
of the carriers are and certify those needs to the Interstate 
Commerce Commission. 

My own view of that matter has always been, from the time 
it was first brought to my consideration, that it would be unwise 
to take away from the Interstate Commerce Commission any 
of its responsibility for the maintainance of revenues ade- 
quate for the carriers. The Commission is the authority that 
passes upon the rates. It should feel the responsibility of de- 
termining what the revenue needs of the carriers are and of pro- 
viding the rates therefor. If some other authority, outside of 
the Commission, is responsible for determining the revenue needs 
of the carriers, the Commission will perhaps not act with that 
degree of responsibility that it ought to feel ; and then also, it is 
quite possible that this division of authority and responsibility 
between the two boards might develop undesirable friction be- 
tween the two authorities. 

Lastly, what kind of a board should this be? Not a large 
board — five members are better than more because its purposes 
are to be executive. One objection — and it is a strong objec- 
tion — to investing executive functions with the Interstate Com- 
merce Commission, is that it is too large a body for effective ad- 
ministrative or executive work. While I would not take away 
from the commission the limited executive functions it now 
exercises — because most of them are related to rate-making and 
those that are not related to rate-making are not difficult to ad- 
minister — I do not think it would be wise to vest executive func- 
tions in a body of nine or eleven men. Boards at best are apt 
to be long, narrow and wooden, and while the Interstate Com- 
merce Commission is by no means wooden, nor has it been nar- 
row, it is long, and its processes would be slow. 

What is needed is quick, intelligent, effective executive action 
on the part of a board with a maximum responsibility for the 
development of a national transportation system. 
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